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FOR INFORMATION to the Audit & Risk Commiiiee

May 15, 2018

FAIR HYDRO PLAN UPDATE

The purpose of this submission is fo provide an update to the Audit & Risk Commitiee (ARC) on the Fair
Hydro Trust's {(FHT or the Trust) finanging activities and OPG’s fees as Financial Services Manager filed
with the Ontario Energy Board (QEB) to-date.

This report is for information purposes of the ARC only.

FHT's financing activities

in April 2018, the Trust issued its second tranche of senior notes in the amount $400 Million. | e e

Redacted - Commercially Sensitive

Based oh the term debt issuances to-date, OPG secured two of the lowest structured financing costs in
the Canadian energy seclor. Management estimales lower interest cosis o ratepayers of about
2250 million over the ~17-year average term of the debt issuances.

Refer o Appendix 1 for a summary of FHT's April 2018 senior term debt issuance. OPG expects the
Trust 1o issue its third franche of senior debt during the third or fourth quarter of 2018,

OPG's application for fess

ORG as Financial Services Manager is entitled to charge the Trust a management fee and to recover
costs and expenses incurred by OPG on behalf of the Trust in relation to the establishment, management
and administration of the Trust and its Investment Interest without margin.



2077 Manapement Fae

fry February 2018, QPG submitted s proposed 2017 general fess o the OEB In the amount of
557 million. Pursuant to the general reguilation of the Oatario Falr Hydro Plan Act, 2077 {he Act), DPS's
ganeral fae for 2017 consists of 33,1 million plus recovery of all third parly and certain direct costs inourred
by OFG between June 1, 2097 and Decamber 31, 2017 on behal of the Trust, which tolalied $2.8 million.
The reooverable cosls are inclusive of diredd costs of owr QPG smplovess who were dedicated
sxclusively o the Trust during 2017, OPG requssted & writlen hearing for the application as the amount
represents an mmateris! fngncial impedt o customaers and the evidence is accompanisd by wiitlen
confiemation of the amounts ingluded in the application from Ermnst & Young, pursuant to the requirements
of the general regulation of the Ad

R & G 2043 Managemend Fep

in Fobrugry 38, OPG supplemeniad s December 3047 application to the OEB o provide banchmark
iderest rates for the January 1, 2098 o Barch 31, 2018 peviod. The proposed benchmark rales @il be
uged to deterrine the variable component of OPG's e, caloubsled as 1 percent of the difference
between the forecast and actusl rates multiplied by the amount of he senior debt issued, The benchmark
rateg were based on o forecast of long-Canads bored rates, o Torecast dsk premium for Ontario long-dern
irderest rabes, and g nisk premdurn ko FHT, The vadebls e s recast ©© be #4 52.25 million &y the
peried. In addiion fo e vanable fee, DPG & alowsd I ean an annual base fee squal to 7.5 basis
points multiplied by the average debl oulstanding, wivoh is forecast i be 82.75 millon. The sum of the
s components is In the rangs of $0.5 miion to 35 milion for the period. Sheen the formulalo nature of
gelermining the general fse for this peariod ang the immetenal Tnancial mpact to custorners, OPG
remussted thal the OEB procssd without 5 hearing,

QP 2007 and 2018-March 2018 management foe anplicaions are currenily ongoing.

Bubmitted by

Kan Hartwick
{hied Fingnoial Officer & Senior Vice President - Finance

1. Surmnary of Fair Hydro Trust April 2018 Sendor Term Debt Offering



Fair Hydro Trust
C5400,000,000

20-year term
Senior Netes - Series 2018-2

Transacton Summary

isgusern Fair Hydro Trust
Settlement Date: 24-Apr-18
Ratings: DBRS:  AAA(sD
Moody's: As2(sh
Amount: $400,000,000

Redacted - Commercially Sensitive

Expected Maturity :
Date: Bay 15, 2038

Redacted - Commercially Sensitive

Redacted - Commercially Sensitive







